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Letter to the Shareholders 


Consolidated sales in 1975 rose to $594.9 million, 
an increase of 15% above the level of 1974. 

Net income before extraordinary items, at $42.6 
million, was equivalent to $4.34 a common 

share, a 23% increase over that of the previous 
year. In addition, there were extraordinary 

net gains of $3.6 million resulting principally 

from a reduction in the Company’s ownership 
position in Canadian Freehold Properties Ltd. 

In comparing these results with past performance, 
allowance must be made for the high rates of 
inflation experienced during the past few 

years. Dividends declared in respect of 1975, 
which were limited by the anti-inflation legislation, 
totalled $1.20 a common share, five cents a 
share higher than in 1974. 


Capital expenditures in 1975 were $55.4 million, 
or 8% above 1974. Over a third of this sum 
was expended on the completion of the 
chloralkali facility at Becancour, Quebec, which 
was brought on stream in October. The cost of 
this plant was considerably in excess of original 
estimates owing to rapidly rising costs, as 

well as delays due to labour problems experienced 
throughout the construction period. Construction 
of a large plant at Carseland, Alberta, to 
manufacture ammonium nitrate for the growing 
markets for explosives in western Canada and 
the northwestern United States, is proceeding 
on plan with completion scheduled for early 
1977. Total capital expenditures this year are 
expected to be at or above the 1975 level. 


CIL is continuing to examine possible expansion 
in the manufacture of low-density polyethylene 
resin. Final decisions will depend primarily on 
the assessment of future markets for this plastic 
and negotiation of a satisfactory arrangement 

for the supply of the basic raw material, ethylene. 


Last year at this time it was with a real sense 

of achievement that we reported the smallest 
number of lost-time injuries in any calendar year. 
Now it is our sad duty to report a disastrous 
safety experience in 1975 that included the 


tragic deaths of 18 employees from accidents 
while at work. Fourteen of these fatalities were 
caused by two explosions, one at Calgary Works 
and the other at Beloeil Works near Montreal. 
Thorough investigation by the Company, 
together with officials of government and experts 
in the industry, could not establish with certainty 
the cause of either tragedy. 


CIL has long been a leader in the development 
of industrial safety programs and has always 
given high priority to safe working standards 

and practices at all its works, warehouses and 
offices. In recent years we have had a 
significantly better safety performance than that 
of the chemical industry as a whole. The 
disasters in 1975 have spurred us to even greater 
effort to eliminate accidents. This involves an 
exhaustive re-examination throughout the 
Company of operating procedures and processes, 
and includes particular emphasis on a more 
careful and thorough training of all employees 

in safe working practices. 


Rapid increases in the cost of doing business 
were of major concern to CIL in 1975 as they 
were to the country as a whole. The general 
level of prices continued to rise at an un- 
precedented pace, though advances in some 
sectors moderated as the year progressed. 
The unemployment rate remained around 7% 
throughout much of 1975 due in part to the 
increased number of entrants into the labour 
force. The problem created by the combination 
of inflation and unemployment was made 
intractable because of massive increases in 
government outlays and extraordinarily 

rapid advances in Canada’s money supply. 

It was at this stage that the government turned 
to price and income controls as an answer. 
Although the experience of other countries does 
not hold much promise for controls, it is to. 

be hoped that the Canadian experiment will 

at least result in a slowing of expectations, 
especially in the areas of wages and demands 
on governments for benefits Canadians cannot 
afford. 


CIL presented a brief to the Royal Commission 
on Corporate Concentration (the Bryce 
Commission) in which it emphasized that 
experience has shown that large corporations can 
operate within the existing legislative and 
market framework in a way that contributes to 
the economic, social and cultural goals of 
Canadians. The simple fact is that in the 
context of the present-day world Canada 
needs corporations of sufficient size to muster 
the necessary financial, managerial and 
technical resources to compete efficiently in 
domestic and export markets. Quite properly, 
certain safeguards are necessary to ensure that 
the public benefits fully from the process, but 

it should not be forgotten that Canada already 
has an impressive array of government 
restraints on corporate activity. In addition, 
restraints are placed on corporations by their 
competitors in the market place, by labour 
unions and by public opinion. We believe 

that the constraints already in place are 
adequate to ensure responsible use of corporate 
resources, but should additional legislative 
safeguards be considered necessary to protect 
the public interest, care should be taken to 
ensure that such safeguards are well formulated 
in a cost/benefit sense and do not inhibit the 
assembly and exercise of corporate strength in 
ways beneficial to this country 


We wish to express appreciation to all employees 
for the effort and contribution they made 

towards the results achieved in what was 

in many respects a very difficult year. There 

will be a number of important challenges in 

1976. In particular, serious and sincere 

efforts at all levels of the Company will be 
required to re-attain the safety performance 

to which we have dedicated ourselves. 


Canada’s economic outlook for 1976 is fairly 
promising compared with much of 1975, and 
several major markets served by the Company 
should show renewed strength as the year 
progresses. Nevertheless, it will be a trying 

year in many ways, with the complications arising 
trom the distortions, rigidities, additional 

costs and uncertainties inherent in the controls 
program. Planning decisions with respect to 
capital investment will be particularly difficult. 
Profit margins are likely to be lower in 1976, 
though there should be offsets through increased 
output as CIL is well prepared to supply the 
expected upturn in demand for its products. 


On behalf of the Board of Directors, 


% : oe 
as he 
E. L. Hamilton 
Chairman and Chief Executive Officer, 


<a 


W. J. Mandry 
President and Chief Operating Officer, 


Montreal, Quebec, March 25, 1976 


Operations 
Agricultural and Industrial Chemicals 


Agricultural Chemicals 

Sales of fertilizer products were well above those 
for 1974 with increased exports contributing 

to the overall improvement. Industrial demand 
for ammonia and urea declined due to the 
recession experienced in the textile, plastics, 
and pulp and paper industries. The average 
price of phosphate rock, natural gas and potash 
used in the production of fertilizer products rose 
nearly 60% in 1975. Selling price increases 
offset the impact of rising costs in the first half 
of the year but a considerable portion of the 
additional costs had to be absorbed in the 
second half when market demand diminished 
and prices deteriorated. 


The first production facility in the world for 

the manufacture of a controlled-release nitrogen 
product based on sulphur-coated urea came on 
stream at the Company's fertilizer plant near 
Sarnia late in 1975. New facilities to increase 
anhydrous ammonia capacity by about 20% 

will also come into operation at this site 

during the first quarter of 1976. 


Sales of Chipman Chemicals Limited’s herbicide 
and pesticide products rose sharply reflecting 
increased penetration of the domestic agricultural 
market and an ability to obtain a larger volume 
of export business. To meet the growing 
demand for Chipman’s products, an extension 

to the production, laboratory and office facilities 
was completed late in 1975. 


Industrial Chemicals 

The slowdown which occurred in the pulp and 
paper and mining industries and, late in the 
year, the fertilizer industry, led to a weakening 
in demand for major industrial chemicals in 
1975. Strikes at customers’ plants and at the 
Company’s plant at Copper Cliff, Ontario, also 
resulted in a reduced volume of business. 
Sales were almost the same as in 1974 since 
price increases, implemented to recover higher 
costs of material and labour, offset the effect 
of lower volume. 
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Explosives and Related Businesses 


Explosives 

Sales of commercial explosives and accessories 
were well above those of 1974, reflecting a 
growing demand in most segments of the market. 
Shipments to the construction trade accounted 
for the most significant gains as growth in sales 
to the mining industry was curtailed by strikes 
and by the effect on mining production of 
royalty and taxation policies. The higher 

level of sales was also attributable to 

increased exports primarily to the U.S.A. and 
Australia. 


Production costs continued to rise although some 
stabilization of raw material prices was experienced 
during the year. Work is under way to replace 
the slurry explosives facilities lost by the 
explosion at Beloeil, Quebec, in October 1975. 
The Company is capable of supplying the 
market demand with both nitroglycerine and 
slurry products until the new facilities are in 
production. 


Construction of the ammonium nitrate facility 

at Carseland, Alberta, near Calgary, is proceeding 
on schedule. Operations at this site are expected 
to commence early in 1977 with output directed 
to coal and metal mining in western Canada 

and the northwestern United States. 


Increased mining activity was mainly responsible 
for an increase in sales over 1974 by West 
African Explosives and Chemicals Ltd., a 
subsidiary producing commercial explosives 

in Liberia. 


Sales of Continental Explosives Limited and 
Explosives Sales (1970) Limited, subsidiary 
companies engaged in the distribution of explo- 
sives and related products in British Columbia 
and Quebec respectively, were higher than in 
the previous year. Canadian Safety Fuse 
Company Limited, a subsidiary company 
producing safety fuse, detonating cords and 
other blasting accessories at Brownsburg, 
Quebec, and Tappen, British Columbia, also 
achieved an increase in sales. 


The underground powerplant for British Columbia 
Hydro's Mica Dam was one of the many 
construction projects in which C/L explosives 
were used in 1975. This dam on the Columbia 
River is part of a system which is important 

for flood control in B.C. and the northwestern 
United States as well as for development of some 
of Canada’s hydro-electric power resources. 


Mining Services 

Equipment sales to the mining and construction 
industries by Jarvis Clark Company Limited 
were substantially higher than in 1974, despite 
the relatively depressed conditions in Canadian 
undergrounding mining. This subsidiary is 
enlarging its facilities at North Bay, Ontario, to 
meet increasing demand and to accommodate 
its expanding product range. 


Sporting Arms and Ammunition 

Domestic sales of sporting arms and ammunition 
were substantially higher than in the previous 
year as shotshell sales benefited from improved 
market penetration and from excellent 
conditions for waterfowl. However, in total, 

sales declined as a result of the Company’s 
withdrawal from the United States market in 
1974. Gains from operating efficiencies helped 
to counter the effect of higher costs of raw 
materials and wages. 


Paints and Pigments 


Paints 

The demand for paint products in 1975 
declined slightly in most segments of the 
market. The modest advance in CIL’s sales, 
including those for its subsidiary Bapco 

Paint Ltd., compared with sales in 1974, resulted 
from higher selling prices needed to offset 
increased costs. The quality wall coverings 
distributed by the Company were augmented 
by additional lines in 1975 and this also 
contributed to sales revenues. During the year 
cost escalation of major raw materials moderated. 


Other Products and Services 


Plastics 

The demand for polyethylene resin slackened 
during 1975 and sales were well below the level 
of 1974. As the severe shortage of resin that 
had prevailed throughout most of 1974 
disappeared, customers reduced their inventory 
levels and prices declined. By the end of 1975, 
however, there were signs of a recovery in 
market demand. 


The cost of natural gas, the raw material for 
the manufacture of polyethylene, rose sharply 
due to government policies aimed at bringing 
the energy values of oil and natural gas closer 
to parity with international values. Rising 

costs, together with somewhat lower prices, 
resulted in a significant erosion of polyethylene 
profit margins during the year. 


The Company’s polyethylene film plant at 
Brampton, Ontario, is being expanded to provide 
capacity for growth in demand for existing 
products and to provide facilities for a new 

line of co-extruded polyethylene films which 

have been introduced to the food packaging 
industry. 


All van bodies at the new van assembly plant 

of Chrysler Canada Limited in Windsor, Ontario 

are completely immersed in a 50,000 gallon- 

tank and coated by electro deposition with 

CIL's black primer. The installation, using the 

!C/ Electrocoat process, is the largest unit in use 

at any Chrysler plant. CIL is also one of the 

8 major Chrysler suppliers of finish coat colors. 


Property Development 

Late in 1975 Canadian Freehold Properties Ltd. 
sold treasury shares to two pension funds thereby 
reducing CIL’s ownership postion in the company 
from 74% to 50%. Freehold intends using the 
cash received from the issue of these shares 

to invest mainly in revenue-producing properties 
in order to strengthen its base for property 
development activities. 


Despite the general economic recession and 
government imposed constraints, favourable 
progress has been made by Freehold. Leasing 
of CIL Square in Toronto and of the newly 
completed office building at Sperling Plaza 

in Burnaby, British Columbia, is progressing 
satisfactorily in relatively slow markets. A 
condominium apartment building in Victoria is 
scheduled for completion and sale in early 
1976. Development plans are well advanced for 
a shopping centre and a warehouse park in 
the Vancouver area, and planning has started 
for an office building and warehouse park in 
Edmonton. 


To concentrate its activities on commercial 

and industrial properties, Freehold sold its 50% 
interest in North Port Properties Ltd., a Vancouver 
residential subdivision company, and increased 
its interest from 50% to 100% in a Halifax- 

based property development company 
specializing in warehouse and office buildings. 
The latter company owns eleven warehouses 
and two office buildings and has a well established 
cash flow. 


Bottom: 

The familiar polyethylene “convenience” bag was 
introduced in western Canada by CIL plastics division 
in 1969. The company now supplies major supermarkets 
in eastern Canada, helping to keep produce fresh 

and visible for today’s shrewd shopper 


Employees and Directors 


Employees 

The tragic loss of eighteen lives in 1975 due 
to industrial accidents is deeply regretted. In 
April an explosion took place in a dynamite 
mixing operation at the Calgary Works of the 
Explosives Division instantly killing six 
employees and seriously injuring three others. 
Later in the year, eight employees died at 
Beloeil Works when an explosion occurred in 
an explosives mixing operation. Four other 
employees lost their lives in separate industrial 
accidents at Dalhousie, Prince George, Winnipeg 
and at York Works of the Paints Division in 
Toronto. 


These grave events have intensified our commit- 
ment to prevent accidents in the Company and 
we are determined to re-establish the downward 
trend of recent years in accident frequency 
rates. Investigation of the two explosions has 
involved both federal and provincial government 
officials together with the most knowledgeable 
teams of people available from inside and 
outside the Company. 


Achieving our safety and other goals requires 

a high degree of commitment and understanding 
by employees at all levels. To help attain this 
commitment and understanding, substantial 
resources are applied each year to training 

and development of employees. A major 

training program, which commenced in 1974, 
was essentially completed in 1975 when over 
one thousand of our management and professional 
staff were given training in the effective 
application of a goal-setting and review 

process. This management process is designed 
to integrate an individual employee’ s career 

and personal development goals with the 
objectives of the business in an environment 

of openness and full participation. A major 

new training program introduced during the 

year is designed to enhance the early effective- 
ness and safety on the job of new employees 
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entering the Company. Higher standards of 
induction and orientation-training for new and 
transferred employees have been developed 
and are being implemented, together with 
improved training in management skills for 
plant supervisors. 


During the past several years the Company 

has made “defensive driving” training available 
to employees, and in some cases to their wives 
and husbands where this could be arranged. 

It is gratifying to be able to report that there 

was a 37% reduction in the number of preventable 
accidents involving Company passenger cars 

in 1975 compared with the previous year. 


Some years ago CIL clearly recognized the need 
for use of the French language in business in 
Quebec and, prior to the passage of provincial 
government legislation, developed a policy to 
satisfy this need. The Company is making 

good progress in achieving the objective of 
operating its plants and warehouses and, to the 
greatest extent practicable, its offices in Quebec 
in that language. The Company’s new plant 

at Becancour conducts all of its business in 
French. 


Directors 

Hon. Hartland deM. Molson did not stand for 
re-election at the Annual General Meeting held 
in April 1975. Mr. F. S. Burbidge was elected 
a director at that meeting. 


At the meeting of the Board following the 

Annual General Meeting Mr. E. L. Hamilton, 

who had been President and Chief Executive 
Officer since January 1971, was elected Chairman 
of the Board and Chief Executive Officer. 

Mr. W. J. Mandry, who has been a director 

since December 1970, was elected President and 
Chief Operating Officer. 


Mr. C. H. Hantho has resigned as a director 

and a vice-president effective April 1, 1976 on 
which date he will be seconded to Imperial 
Chemical Industries Limited to take up a senior 
appointment with that company. Mr. C. Hampson, 
a vice-president since 1973 has been appointed 
a director to fill the vacancy. 
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Financial Review 


Earnings and Dividends 
Consolidated net income before extraordinary 


items amounted to $42,638,000 for 1975, Changes in Financial Position 
equivalent to $4.34 a common share after millions of dollars . 
provision for dividends on preferred shares. The WME Decrease in working capital 
comparable 1974 net income was $34,842,000 HE Other 

or $3.54 a common share. In addition, there oe Defevied taxes 
were net extraordinary gains of $3,580,000 in ae Depreciation ) Operations 
1975 ($20,000 in 1974), which arose principally Ba Net income 


from the reduction in ownership of Canadian _ 
Freehold Properties Ltd. from 74% to 50%. @ Cash position at year end 
Dividends in respect of the year 1975, which 
were restricted by the anti-inflation legislation 
introduced by the federal government on 
October 14, 1975, totalled $1.20 a common 
share compared to $1.15 a share in respect 
of 1974. 
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Sales and Operations 

Sales of ClL and its subsidiaries were $594 908,000 
in 1975, an increase of $77,322,000 or 15% 

over the previous year. Agricultural chemicals 
and commercial explosives, as well as sales 

of equipment to the mining and the construction 
industries made the major contribution towards 
the improvement in both sales and earnings. 
Demand for these products remained relatively 
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strong throughout most of 1975, although some Funds 

softening in the market for fertilizers became lar 0 
evident during the latter part of the year. The 

1975 recessionary conditions were felt most LA ER Se CTE ATES 
severely in plastics, which experienced an over- 

supply situation and lower selling prices, and fe 


in industrial chemicals where volume was 
significantly reduced due to the lower level 

of activity in the pulp and paper industry. 

The reduced volume of sales together with the 
effect of increasing costs not fully offset by 
higher selling prices, contributed to reduced 
earnings in the latter two business areas 
compared with 1974. 


Depreciation of $26,708,000 was provided 
during 1975, an increase of $4,895,000 from 
1974. This increase results from depreciation 

on new facilities brought into operation during 
the year, principally the chloralkali plant at 
Becancour, Quebec, additional sulphuric acid 
capacity at Copper Cliff, Ontario, and additional 
investment at various explosives plants. It is the 
policy to write-off the cost of plant investment on 
a straight line method based upon an assessment 
of the useful economic life of the asset, which Dividends 

includes consideration of technological and Capital expenditures 
commercial obsolescence as well as physical Other 

condition. Increase in working capital 


Impact of Inflation 

Canada has experienced another year of high 
inflation and this factor must be taken into account 
in evaluating the financial results of the Company 
for the year. It is generally recognized that in 
periods of rapid inflation, conventional historical 
accounting practices fail to provide a reliable 
measurement of the true financial performance 
of a company. Of major concern is the need 

for a manufacturing enterprise to generate 
adequate funds from operations to finance the 
higher working capital required in an inflationary 
environment, to provide for the renewal of its 
manufacturing facilities at future replacement 
costs, and to provide a reasonable return in 

the form of dividends to the shareholders. 
Consequently a higher level of profitability in 
current dollar terms is needed to maintain 

the financial strength of an enterprise during 
periods of high inflation. 


A year ago the Company endeavoured to indicate 
the impact of inflation on its accounts by 
providing supplementary financial information 
determined on the basis of general price level 
accounting. During the past year CIL has 
continued to study the problems associated 
with meaningful financial reporting in periods of 
high levels of inflation and has reached the 
conclusion that reporting on a general price 
level basis is not suitable for management 
reporting requirements. 


The purpose of general price-level accounting 

is to identify and measure the distorting 

effects in the general purchasing power of 
Currency caused by inflation during the period 
covered by a set of financial statements. This 

is achieved by expressing all amounts 

reported in terms of the purchasing power of 
the dollar at the date of the financial statements. 
This restatement is determined by using a general 
price index, like the GNE Implicit Price Index. 
However, a general price index, such as this, 
for the entire country with wide regional 
disparities in costs and prices does not 
necessarily bear a direct relationship to the 
changes in prices which occur in an individual 
company. For example, during 1975 the GNE 
Implicit Price Index increased by 10%, whereas 
the average increase in prices of major raw 
materials purchased by CIL was approximately 
21% while the construction cost index 


applicable to CIL’s plant investment rose over 13%. 


The Company has found that its businesses must 
be assessed from the standpoint of the effect 

on operations of determining costs at the 

current replacement cost of the individual products 
it sells, which includes calculating depreciation 
charges based on replacing manufacturing 
facilities at present day costs after giving 
recognition to technological improvements. This 
approach is designed to identify and measure 
the distorting effects of the changes in 

the values from whatever cause (inflation, 
obsolescence, technological improvements, etc.) 
of the specific assets of a company in terms 

of the value of those assets to the company. 


If CIL’s earnings in 1975 were adjusted to 
recognize current replacement costs, it is 
estimated that the income before provision for 
taxes would be $22,200,000 less than reported. 
Consolidated net income after taxes would also 
be lower by this amount as there would be no 
tax relief under present legislation for these 
additional costs, and net income would be 
approximately $2.23 a common share compared 
with $4.34 reported. This identifies a need for 
consideration to be given in our tax laws to 
allow as a minimum the last in-first out (LIFO) 
method of valuing inventories for purposes 

of determining taxable income. The common 
shareholders equity in 1975 would increase 

from $208,025,000, calculated on the historical 
basis, to $396, 700,000, determined on the basis 
of current replacement cost of inventories and fixed 
assets. 


Canadian Anti-Inflation Control Legislation 
The Company and its Canadian subsidiaries are 
subject to the restraints contained in the 
Anti-Inflation Act enacted by the Government 

of Canada, effective October 14, 1975, which 
involves constraints on pricing, remuneration 

of employees, profits and dividends. 


The information required for compliance is 
extremely onerous and will involve considerable 
extra cost to the Company. In addition to 
comprehensive cost data to support price 
increases, the Company is required to submit 
periodic reports providing data on sales, 

costs, profits and remuneration. 


Every effort is being made to ensure complete 
compliance with the legislation. Based on a 
preliminary review of the requirements and on 
the data compiled to date, there is no indication 
that the Company has any liability as at the end 
of 1975 with respect to this legislation. 
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Consolidated Statement of Income and Retained Earnings 


for the year ended December 31 


Sales 


Costs and expenses 
Operating costs excluding depreciation 
Provision for depreciation 


Income from operations 

Income from investments 

Share in earnings of associated companies (note 1) 
Long term debt interest, discount and expense 


Income before provision for taxes 
Provision for income taxes 


Net income including minority interest 
Minority shareholders’ interest in the net income of 
subsidiary companies 


Net income before extraordinary items 
Extraordinary items - net (note 6) 
Net income after extraordinary items 


Retained earnings at beginning of year 
Deduct: Dividends 

Preferred - 712% 

Common ($1.20; 1974 - $1.15) 


Retained earnings at end of year 


Earnings a common share, after preferred dividends 
Before extraordinary items 


After extraordinary items 


1975 1974 
$594,908,000 $51 7,586,000 
482,161,000 430,236,000 
26,708,000 21,813,000 
508,869,000 452,049,000 
86,039,000 65,537,000 
870,000 2,811,000 
1,527,000 972,000 
(2,933,000) (3,115,000) 
85,503,000 66,205,000 
39,515,000 28,900,000 
45,988,000 37,305,000 
3,350,000 2,463,000 
42,638,000 34,842,000 
3,980,000 20,000 
46,218,000 34,862,000 
99,868,000 76,443,000 
174,000 174,000 
11,753,000 11,263,000 
11,927,000 11,437,000 
$134,159,000 $ 99,868,000 
$4.34 $3.54 
$4.70 $3.54 


Consolidated Balance Sheet 
at December 31 


Current assets 

Cash and deposits at interest 

Marketable securities (market value $131,000; 
1974 $125,000) 

Accounts receivable 

Due from affiliated companies 

Inventories (note 3) 

Prepaid expenses 


Total 
Deduct: 


Current liabilities 
Bank loans 
Accounts and notes payable and accrued liabilities 
Due to affiliated companies 
Federal and provincial income taxes payable 
Dividends payable 


Total 
Working capital 
Investment in associated companies (notes 1 and 2) 
Land, buildings and equipment (note 4) 
Unamortized debenture discount and expense 


Funds invested 


Financed by: 

Long term debt (note 5) 

Minority shareholders’ interest in subsidiary companies 
Deferred income taxes 


Shareholders’ equity 
Capital stock 
7¥2% Cumulative preferred of $50 par value 
Authorized and issued 
Common of no par value 
Authorized 
Issued 
Retained Earnings 


Total 


Shares 
46,500 


13,500,000 
9,794,161 


* See note 2. 


On behalf of the Board: 


E. L. Hamilton, Director 
Alistair M. Campbell, Director 


1975 


$ 18,227,000 


123,000 
85,160,000 
1,696,000 
104,118,000 
2,089,000 


211,413,000 


3,011,000 
71,538,000 
2,441,000 
10,756,000 
3,113,000 


90,859,000 


120,554,000 
18,193,000 
160,405,000 
215,000 


$299,367,000 


$ 51,096,000 
9,656,000 
28,265,000 


2,325,000 


73,866,000 
134,159,000 


210,350,000 


$299,367,000 


1974* 


$ 12,716,000 


119,000 
82,586,000 
714,000 
96,043,000 
2,687,000 


194,865,000 


516,000 
61,707,000 
4,671,000 
13,960,000 
4,057,000 


84,911,000 


109,954,000 
12,131,000 
132,734,000 
273,000 


$255,092,000 


$ 51,736,000 
7,721,000 
19,576,000 


2,325,000 


73,866,000 
99,868,000 


176,059,000 
$255,092,000 


Consolidated Statement of Changes in Financial Position 


for the year ended December 31 


Source of funds 
Funds from operations 

Net income before extraordinary items 

Depreciation and amortization 

Deferred income taxes 

Share in earnings of associated companies, 
including Canadian Freehold Properties 
Ltd., in excess of dividends received 


Minority share of net income in subsidiary 
companies, less dividends 
Sale of fixed assets 
Redemption of preferred shares of associated companies 


Total 


Application of funds 

Dividends 

Additions to fixed assets 

Acquisition and disposal of subsidiaries and 
shares in associated companies - net, less 
cash acquired 

Retirement of long term debt 

Net increase in working capital excluding cash, 
marketable securities and bank loans 


Total 
Increase (reduction) in funds for year 
Funds on hand less bank loans January 1 


Funds on hand less bank loans December 31 


* See note 2. 


1975 1974" 

$ 42,638,000 $ 34,842,000 
27,094,000 22,096,000 
7,773,000 5,387,000 
(2,144,000) (971,000) 
75,361,000 61,354,000 
1,935,000 1,484,000 
1,457,000 1,796,000 
716,000 765,000 
79,469,000 65,399,000 
11,927,000 11,437,000 
54,305,000 47,567,000 
1,049,000 3,706,000 
640,000 640,000 
8,528,000 36,667,000 
76,449,000 100,017,000 
3,020,000 (34,618,000) 
12,319,000 46,937,000 
$ 15,339,000 $ 12,319,000 


Notes to Consolidated Financial Statements 
December 31, 1975 


1. Accounting policies 

The Company follows generally accepted accounting principles which are applied on a 
consistent basis, except for modifications which are made from time to time to reflect current 
accounting practices and to improve financial reporting. 


Basis of consolidation 


The accounts include Canadian Industries Limited and all of its subsidiary companies except one 
foreign subsidiary for which the investment was written off during 1975. 


The Company accounts for acquisitions on a purchase basis and follows the policy of adding to 
or deducting from consolidated fixed assets the difference between the cost of its investments 
and the net book value of the assets of subsidiaries at date of acquisition. This excess is being 
amortized over a period of ten years. At December 31, 1975 the unamortized amount is $2,530,000. 


Foreign currencies 


Current assets and liabilities and income accounts for those foreign subsidiaries included in the 
consolidation are converted into Canadian dollars at exchange rates in effect at the end of the 
respective reporting periods. Fixed assets, long term liabilities and shareholders’ equity are 
converted at rates of exchange in effect when first acquired, incurred or issued. 


Inventories 


Inventories are valued at the lower of average cost and net realizable value. Goods in process and 
manufactured goods include the cost of raw material, direct labour and manufacturing overheads. 


Investment in associated companies 


From January 1, 1974 investments in associated companies have been accounted for on the 
equity method. Under this method, the Company's share of net income of these associated 
companies is included in the consolidated statement of income and retained earnings, rather 
than when realized through dividends. The investments are carried in the consolidated balance 
sheet at original cost plus the Company’s share of earnings from January 1, 1974, less 
dividends received and less amounts written off where the underlying value of the assets no 
longer exists. 


Fixed assets and depreciation 


Buildings and equipment are carried at cost less accumulated depreciation. Depreciation is 
provided on a straight line basis applied to the estimated useful life of the assets. 


Research and development 


All expenditures for research and development, except buildings and major items of equipment 
used for this purpose, are charged to income as incurred. 


Pension costs 


The majority of employees of the Company are covered by government and Company pension 
plans. The costs of these plans are charged against income in the year premiums or funding 
requirements are payable. Past service costs in trusteed plans are being amortized within the 
requirements of the regulations of the Quebec Supplemental Pension Plans Act. 


Income taxes 


The Company follows the tax allocation method of providing for income taxes. Under this 
method, income taxes currently payable may differ from the total income tax provision for the 
year as a result of timing differences between recognition of expenditures for accounting purposes 
and tax purposes. Such differences largely arise from claiming maximum capital cost allowances 
for tax purposes, which are higher than depreciation charged for determining reported income. 
The tax effect of these timing differences is reflected in the accounts as deferred income taxes. 


2. Reduction in ownership of Canadian Freehold Properties Ltd. 


On December 30, 1975 Canadian Freehold Properties Ltd. sold additional treasury shares 
which reduced CIL’s ownership in this company from 74% to 50%. CIL’s share of the 

revenue and income of this company is reported in the consolidated statement of income and 
retained earnings. The consolidated balance sheet and consolidated statement of changes in 
financial position reflect the accounts of Canadian Freehold Properties Ltd. on an equity 

basis and the comparative statements for 1974 have been restated. 


3. Inventories 


The inventories are classified as follows: 


Raw materials 


Goods in process and finished goods 
Stores and supplies 


4. Land, buildings and equipment 


Land at cost 


Buildings and equipment 
Less: Accumulated depreciation 


December 31, December 31, 
1975 1974, 
$ 33,456,000 $ 34,561,000 
68,293,000 59,245,000 
2,369,000 2,237,000 
$104,118,000 $ 96,043,000 
December 31, December 31, 
1975 1974 
$ 5,690,000 $ 4,758,000 
360,833,000 311,619,000 
206,118,000 183,643,000 
154,715,000 127,976,000 
$160,405,000 $132, 734,000 


It is estimated that expenditures of $53 million will be required to complete projects authorized 


prior to December 31, 1975. 


5. Long term debt 


5%4% debentures due December 1, 1977 
55g% debentures due December 1, 1984 


Other 


December 31, 
1975 

$ 20,000,000 

30,000,000 

1,096,000 


$ 51,096,000 


December 31, 
1974 

$ 20,000,000 

30,000,000 

1,736,000 


$ 51,736,000 
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6. Extraordinary items 
Details of extraordinary items are as follows: 


Gains arising from the reduction of the CIL ownership 
in Canadian Freehold Properties Ltd. from 


74% to 50% net of deferred income taxes of $887,000 $ 3,246,000 
Gains arising from sale of land and buildings 1,421,000 
4,667,000 
Less: 
Write off of investments where the underlying value no longer 
exists, including a foreign subsidiary company 1,087,000 
$ 3,580,000 


7. Pension plan 


The Company and most of its subsidiaries have a pension plan covering the majority of 

their employees. The contributions made by the companies and their employees are deposited 
in an irrevocable trust fund in accordance with the terms of the plan. There is an unfunded 
liability at December 31, 1975 with respect to past services of $2,163,000, based on an actuarial 
valuation received during the year. This amount will be paid over the following fifteen years, in 
accordance with the regulations made under the Quebec Supplemental Pension Plans Act. 


8. Contingent liabilities 
The Company had contingent liabilities as at December 31, 1975 of $3,157,000 with respect to 


guaranteed loans to other companies and other contingent liabilities of $643,000. 


9. Remuneration of all persons who acted as directors and senior officers of this 


Company at any time during the year. 


1975 1974 
Number Amount Number Amount 
As directors 14 $ 68,000 ts $ 69,000 
As officers 17 1,156,000 14 840,000 
Officers who are also directors 5 3 


10. Lease commitments 


The Company has certain lease commitments for the rental of buildings, tank cars and other 


facilities with aggregate net rentals of approximately $6,200,000 per annum expiring at various 


dates to 1998. 


11. Sales by classes of business 


1975 1974 
Amount % Amount % 

Agricultural and Industrial Chemicals $312,667,000 53 $264,933,000 51 
Explosives, Ammunition and 

related products 186,068,000 31 151,542,000 29 

Paints and Pigments 58,710,000 10 56,693,000 1 

Other 37,463,000 6 44,418,000 9 

$594,908,000 100 $517,586,000 100 


Auditor’s Report 


The Shareholders, 
Canadian Industries Limited. 


We have examined the consolidated balance sheet of Canadian Industries Limited and its 
subsidiaries as at December 31, 1975 and the consolidated statements of income and retained 
earnings and changes in financial position for the year then ended. For Canadian Industries 
Limited and those subsidiaries of which we are the auditors, our examination included a general 
review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. With respect to those 
subsidiaries of which we are not the auditors, we have carried out such enquiries and examinations 
as we considered necessary in order to accept for purposes of consolidation the reports of the 
other auditors. 


IN our opinion these consolidated financial statements present fairly the financial position 

of the companies as at December 31, 1975 and the results of their operations and the changes 
in financial position for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


al cu che i( ee hy a. 


Chartered Accountants. 


Montreal, Canada. 
February 13, 1976. 
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Consolidated Financial Review 


1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 

Consolidated Income Statement Items (millions of dollars) 
Sales 594'9 517.6" 98338 9324579349 2932373 8247 OOD es Ome coe 
Depreciation 26.6.) 218 A865 917.68 197 2 910 Same 2 oan Oo ae eee 
Income from operations 86.098 65.5" 9562.0.) 823.6524 5 198 240 24.7 Welton — © fa 
Long term debt interest, 

discount and expense 2.9 3. | S72. 3.4 4.2 NT 4.7 5:0 4.7 sie 
Provision for income taxes 39:55) 26.0 14.9 10:1 9.9 6.5 74 10.4 8.2 9.9 
Net income” 426 348 16.0 OkD 95 8.1 OS 10.0 6.9 9.6 
Dividends 11.9 114 8.5 6.1 6.1 6.1 6.1 Sel 6.5 6.5 
Consolidated Balance Sheet Items (millions of dollars) 
Working capital 120;6 95110: ORO Swe iiitonC/ Omen Oo. Sissy 454 58.9 
Fixed assets 366.555316.4 5 280.0) 226273 3253,0 8320: 20e 29 7.0m oO 1 o/s OG Dame OL0 
Accumulated depreciation 206.1 1836 1645 1486 1327 1646 1459 1368 1309 119.9 
Capital expenditures 54.355 47.6" ~ 24:8" 12.67 @16.0 2140) 915.0 40 ee Oa 
Long term debt 51.1 Suh see) SS 66.1 sohey . dave Gases,  fele2 — feey8) 
Shareholders’ equity 

Preferred 742% 2.3 Zhe) a) ss 2S 20 20 Ba) ss) 23 

Common 208.00 1737 7 1503 Wy 1428 138.078 1279 2 5.Ome 116 Ome 4 ered. 
Per Share of Common Stock (dollars per share) 
Earnings* 434 3.54 1:61 1OGm—s 0.952 sO. Oi ie@sy, See) —eise) Oe s 
Dividends 1.20 S15 0 8ou 060 0: COmea0 COR 0 COT O50 san O OS ammnC oo 
Equity 2124 4 NS 35) 14 58m 14 12 13.06 ge 12 S42 OSmeal poo mmmineoe 
Quarterly earnings 

1st Quarter 112) 0.51 

2nd Quarter 164 1.31 

3rd Quarter 0.86 0.75 

4th Quarter 0.72 0.97 

Year 4.34 3.54 


* Before extraordinary items. 
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